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James J. McKinney 
UNiVeRsity of MARylAND
Contributions of Joseph 
hardCastle to aCCounting 
theory
Abstract: Joseph Hardcastle was one of the foremost authorities on 
subjects connected with the mathematics of finance and other topics 
in accounting in the late 19th and early 20th centuries. As a teacher, 
author, and leader in the profession, he figured prominently in the 
elevation of accountancy. Hardcastle is relatively unknown in the lit-
erature except for having the distinction of scoring the highest grades 
on the first CPA exam in New york in 1896. However, he was well 
respected during his time as one of the premier theorists in account-
ing and was awarded an honorary degree of Master of letters by New 
york University. Because of his prolific writings, his teaching of future 
accountants, and his interactions with members of the institute of 
Accounts, he had a strong impact on the “science of accounts,” the 
dominant accounting theory in the U.s. at the turn of the century. 
Joseph Hardcastle, born in england in 1827, is probably 
best known for being one of only three individuals to pass the 
first Certified Public Accountant (CPA) exam in New york in 
1896. Remarkably, he was just four months shy of his seventieth 
birthday and received the highest score of those that passed the 
exam [flesher et al., 1996, p. 17]. However, Hardcastle was a 
regular contributor to various early journals about accounting 
in the U.s., and he became one of the foremost authorities of 
his time on the theory of accounting. through an analysis of 
his articles, the goal of this paper is to reconstruct his theories 
and contributions to accounting thought and history, and to 
discuss these theories of accounting as related to the “science of 
accounts” that dominated accounting thought in the late 19th 
century U.s.
acknowledgments: the authors wish to thank the anonymous referees and 
Richard K. fleischman for their valuable suggestions
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this paper is organized as follows. After the introduction, 
a second section will include a short analysis of the functional 
approach in explaining the accounting profession in the late 
19th century, with an emphasis on the specific knowledge and 
technical skills required by the profession. the third section 
will provide background information on Joseph Hardcastle, fol-
lowed by discussion of Hardcastle’s theories on accounting with 
comparisons to the literature of his time. A conclusion will sum-
marize Hardcastle’s contributions to accounting history. 
iNtRoDUCtioN
Carnegie and Napier state that it is important to understand 
the context within which historical events have occurred [1996, 
pp. 7, 22], and the importance of referencing key personalities 
who have contributed to accounting development. since indi-
viduals as well as events create history, the study of individuals 
is crucial in understanding a profession, its history, and the 
success of its organizations. During the 19th century, many 
considered accounting in the U.K. to be more mature and estab-
lished than in the U.s. the historical literature on 19th century 
U.K. is rich, especially with articles tracing the genesis of its 
professional accounting organizations and the men involved in 
forming them [Parker, 1983; lee, 1996a, b; edwards, 2001; and 
numerous others]. 
in reference to 19th century accountants in the U.s., Miran-
ti [1990], as well as webster [1954], discuss various participants 
in the emerging CPA movement. other histories of accounting 
in the U.s. have included brief biographies devoted to individ-
uals and their contributions to the development of the profes-
sion during the 19th century [Carey, 1969; Previts and Merino, 
1998; loeb and Miranti, 2004]. The New York Certified Public 
Accountant published short articles on the history of accounting 
in the state of New york starting in the late 1940s and ending 
in 1972. the New york society’s Committee on History, initially 
headed by Norman webster, prepared these articles, which were 
reprinted in 1995 in The New York State Society of Certified Pub-
lic Accountants – Foundation for a Profession. the majority of 
the biographies included were accountants whose careers were 
mostly situated in the 20th century, although three of the articles 
were on three prominent 19th century accountants – Hardcastle, 
Charles ezra sprague, and Charles waldo Haskins. in addition, 
an article on Hardcastle by flesher et al. [1996] was published in 
The CPA Journal and another on Anson o. Kittredge by Romeo 
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and Kyj [2000] appeared in the Accounting Historians Journal. 
there have also been published biographies of sprague by Mann 
[1931] and Haskins by Jordan [1928].
Considering the number of individuals and the amount 
of progress accountants made toward professionalism in the 
19th century U.s., there have been relatively few published 
bio graphies about the founders of the American accounting 
pro fession of that century. Accounting must be cognizant of 
the fact that “when professionalization is studied by following 
the  process of differentiation among ideas, there is some risk 
of losing sight of the individuals…that shaped the disciplines” 
[furner, 1975, p. 306]. Despite the shortfall of biographical 
work, much professional progress was accomplished in the 19th 
century U.s.
McMillan [1999] argues that the accounting profession 
was based upon the establishment of a “community of the 
competent” during the last two decades of the 19th century. 
Many leaders of the accounting profession sought to distinguish 
themselves as professionals by making the claim that there was 
a “science of accounts.” the idea of the accountant as a scientist 
dominated the profession’s early pursuit of professionalism. 
McMillan [1999, pp. 25-26] uses the term “community of the 
competent” to describe the efforts of the institute of Accounts 
(iA) to obtain a level of professionalism for accountants. As 
furner [1975, p. 1] states in reference to the professionalization 
of American social science during the period from 1865 to 1905, 
“in an age that honored science above other sources of wisdom, 
it became clear that people who established their ability to study 
society scientifically would command attention and influence 
the course of events.” Before the professionalization of account-
ing and the passage of the CPA law, the U.s. discipline had its in-
digenous leaders. Accounting members involved in the “science 
of accounts” and working toward the goal of professionalization 
included such prominent accounting educators and writers as 
sprague, selden R. Hopkins, e. t. Cockey, Kittredge, s.s. Pack-
ard, and Haskins [Romeo and Kyj, 1998, p. 37], as well as Hard-
castle, the subject of this study. 
Hardcastle’s contribution as a writer and scholar predomi-
nantly involved designing and improving bookkeeping systems 
and focusing on the principles upon which accounting was 
based. this is in agreement with McMillan’s [1998a, p. 121] 
suggestion that the late 19th century bookkeeper was more 
“interested in designing and monitoring new and efficient book-
keeping systems, than in developing and refining the idea of an 
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independent professional audit.” Hardcastle was instrumental 
in differentiating the body of knowledge necessary to study ac-
counting scientifically. As one of the leading theorists in the iA, 
his articles commanded attention and influenced the course 
of events for the emerging profession. in the next section, the 
functionalist approach will be used to explain the evolution of 
professions in general and the development of the professional 
ideology of accountants in particular. 
Use of tHe fUNCtioNAlist APPRoACH
sociological perspectives used in explaining accounting 
professionalism include the interactionist, the critical, and the 
functionalist approaches. the interactionist approach views pro-
fessions as interest groups that strive to convince others of the 
legitimacy of their claim to professional recognition, including 
status and power [Haug and sussman, 1969, p. 153]. Although 
professions possess the characteristics of autonomy, esoteric 
knowledge, and service orientation, they must deal with the 
 client and the environment since their services and positions 
may not be accepted without criticism by others. By co-opting 
these interest groups, professions try to preserve their positions 
[Haug and sussman, 1969, p. 153; Roth, 1974].
the critical perspective, which goes one step further, is 
based on weber’s writings on the theory of bureaucratic admin-
istration and Marx’s critique of the capitalist mode of produc-
tion [willmott, 1986]. this approach analyzes the traits of the 
group within an economic and political context. Professional 
groups are seen as a means of achieving collective financial and 
social mobility by creating exclusive market shelters that set 
each occupation apart from the other [Parkin, 1979, p. 54]. By 
legitimate “friendly licensing” or “titles,” professional groups 
secure control over a specific market for intangible skills, a 
monopoly over their lines of work, and control over admission 
into the monopoly [Cairnes, 1887, pp. 66-67; friedman, 1962, p. 
147; larson, 1977, p. 10]. Professions are seen as one of many 
interest groups competing for status and power within a larger 
social, economic, and political context [willmott, 1986; Richard-
son, 1988; Chua and Polullaos, 1998]. 
Both of these approaches could very easily be applicable to 
numerous events and organizations in accounting during the 
19th century. However, the authors feel that the interactionist 
and critical approaches, which differ from the functional ap-
proach in that specific knowledge and technical skills are not the 
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rationale for the group, are not as applicable in a discussion on 
an individual level.1 
the functionalist approach, the earliest sociological per-
spective used in explaining professions, views professionals as 
honored servants of the public who meet the needs of society 
because of the skills and attributes they possess. this view pur-
ports that organized professions undertake highly skilled tasks 
that are necessary for the assimilation and smooth operation of 
society. organized professions can do so because of the defining 
characteristics and skills they possess [Carr-saunders and wil-
son, 1933, p. 397; Greenwood, 1972, p. 4]. these characteristics 
and skills include esoteric knowledge, independence, altruism, 
and self-discipline [Ritzer, 1972, p. 54]. the skills are supported 
by knowledge that has been “organized into an internally consis-
tent system, called a body of theory” [Greenwood, 1972, p. 5], or 
what the accountants in the iA have referred to during the 1880s 
and 1890s as the “science of accounts.” Possession of skills re-
quires mastery of the theory underlying those skills. therefore, 
the acquisition of skills is a practical as well as an intellectual 
experience. Greenwood emphasized that on-the-job training is 
not enough; a formal education in an academic setting is neces-
sary.
As corporations grew in the latter half of the 19th century, 
the need for consistent, independent, and better financial report-
ing increased concomitantly. the separation of the supply of 
capital and its management created a new and different market 
for the public accountant’s services. leavitt [1896, p. 744], in 
his exposé on the professional accountant which appeared in 
several business magazines, stressed the difference between the 
“ordinary bookkeeper” and the “professional accountant.” He 
emphasized the investigative nature in the detection of fraud in 
the accountant’s work:
the professional accountant is an investigator, an in-
quisitor, a dissector, a detective, in the highest sense in 
which these terms can be used. it is his business to ver-
ify that which is right and to ferret out and expose that 
which is wrong; to discover and state facts as they are, 
whether plainly expressed by clear and distinct record, 
or skillfully concealed by distorted or falsified entries, or 
1 even though the authors elected to adopt the functionalist approach to ex-
plain the contributions of Hardcastle, this does not mean that this method has 
not been criticized in the accounting literature. for example, Robson and Cooper 
[1990], west [1996], and willmott [1986] are among those who have been critical 
of the functionalist approach.
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hidden under plausibly arranged figures, or, as in cases 
not a few, omitted from record entirely. this is his busi-
ness to read the record, ‘the hieroglyphics of accounts,’ 
whether plainly or blindly written; to read, too ‘between 
the lines’; and to interpret, rearrange, and produce in 
simple but distinct form, self-explanatory and free from 
mysteries of bookkeeping, the narrative of facts as they 
are, their relation to each other and results. 
the smooth running of society, which is the goal of the 
functionalist approach, is subject to social and economic condi-
tions. the separation of the functions of ownership, which is 
risk bearing, and the control function of management can result 
in situations that may be detrimental to the owners of capital 
if there is no goal congruence or control. Highly skilled tasks 
of professional accountants thus become necessary to ensure 
 proper stewardship and control. this became especially im-
portant as the great merger movement in the U.s. began in the 
1890s. in addition, innovative entrepreneurs like Andrew Car-
negie began using advanced methods of accounting developed 
during the 19th century to secure an edge in running and buying 
businesses [lamoreaux, 1985, p. 38]. 
these advanced methods of accounting called for conscien-
tious, skilled, and experienced personnel in matters of accounts, 
corporate law, and auditing (fraud detection) far above the 
capacity of a counting-house bookkeeper of that time whose 
daily work was a repetition of the preceding day’s work. thus, a 
marked distinction was made between the function of a profes-
sional public accountant and that of a bookkeeper, creating a 
demand for professional public accountants. in the major cities 
of New york, Boston, Chicago, and Philadelphia, corporations, 
banks, and receivers were employing public accountants. execu-
tors were also beginning to understand the advantages of em-
ploying experienced experts [“Advantage of expert Accountants 
to investors,” 1894, p. 457]. But there was a major distinction 
between the professional accountant in the U.s. and his British 
counterpart; the U.s. was an unregulated environment. there 
were few regulations governing commerce and no federal or 
state laws requiring independent audits. in Britain, companies 
were legally required to go through an annual audit by the spe-
cific act of Parliament granting their charter or by acts regulat-
ing their particular industry. on the other hand, the phenomenal 
growth of the country and the different industries in the U.s. 
created an environment that called for efficient accounting 
systems. Modern, efficient, scientific accounting was the topic 
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of lectures at accounting meetings and the topic of articles in 
business magazines [McMillan, 1998a]. the emphasis was on 
the development of accounting systems for the different lines of 
business. what might be a good method of bookkeeping for one 
line might not be good for another. 
By employing the functionalist perspective, which is charac-
terized by the competencies and skills necessary for the emerg-
ing profession, the authors hope to demonstrate Hardcastle’s 
importance in the establishment of the accounting profession in 
the U.s. 
BACKGRoUND iNfoRMAtioN
After Hardcastle graduated from the york and Ripon Di-
ocesan training school in 1847, his initial vocation, which 
continued for 17 years, was in education (see Appendix 1 for a 
short summary and timeline of his life). He taught at various 
schools and was also superintendent of schools in Belize, British 
Honduras for three years before immigrating to the U.s. His first 
position in the U.s. was as first assistant principal of Grammar 
school No. 38 in New york for six years [Committee on History, 
1951, p. 127]. His background in education, as well as his con-
siderable ability in mathematics [“Joseph Hardcastle, C.P.A.,” 
1899, p. 572], not only helped him in preparing his articles, 
which were written clearly, succinctly, and thoroughly, but also 
provided him with the impetus to become an accountant. 
His accounting career started in 1864, when his first cli-
ent was Peter Gilsey, who was involved in real estate. one of 
Gilsey’s sons, a student of Hardcastle’s, recommended that 
his father consult Hardcastle about a difficult mathematical 
income-tax problem requiring knowledge of sinking funds. the 
state income-tax commissioners accepted Hardcastle’s recom-
mendations, and, as a result, he remained Gilsey’s accountant 
for approximately 42 years [Rice, 1951]. thus, all of Hardcastle’s 
experience in accounting occurred in the U.s., different from 
many of the U.K. accountants who emigrated to the U.s. in the 
latter half of the 19th century as already experienced account-
ing professionals, frequently Chartered Accountants. it is fairly 
apparent that Hardcastle was an employee of Gilsey rather than 
Gilsey a client of Hardcastle. Aside from Gilsey, the authors 
could not find any evidence of other clients of Hardcastle.
Hardcastle did not advertise his services as a public ac-
countant in the accounting journals. He was not listed as a 
public accountant by littleton [1942, p. 31] until 1898, after 
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he passed the CPA exam, nor was he listed as one of 122 public 
account ants published in the journal Business in 1896 [“the 
Public Accountants of New york City,” 1896, p. 383]. even 
though the first examining board was normally strict in denying 
prospective CPAs who did not meet the public accounting expe-
rience requirement, the New york state Board of examiners was 
willing to recommend him for a waiver based on this experience 
to become a CPA [Committee on History, 1951, p. 125]. since 
two of the members of the Board of examiners, sprague and 
Haskins, were members of the iA and were quite familiar with 
Hardcastle’s work, the examining board doubtlessly held Hard-
castle in high esteem. 
the question then becomes, why did Hardcastle elect to 
sit for the exam if he probably could have applied for a waiver? 
the reason becomes more evident when one considers Hard-
castle’s background. Considered a scholar throughout his whole 
life, he was probably very confident not only of his accounting 
 knowledge but also of his testing abilities. for example, as a 
young man, he won the grand prize of a three-year education 
scholarship for the york and Ripon Diocesan training school 
for teaching. He also won the position of principal of the head 
school in Belize, British Honduras by a competitive examina-
tion and subsequently rose to the position of superintendent of 
the whole colony. when he first came to New york, he obtained 
a principal’s certificate by examination [“Joseph Hardcastle, 
C.P.A.,” 1899, p. 572]. one can only speculate, but his back-
ground in writing technical articles, his experience at taking 
exams, his mathematics skills, and the positions he held in the 
iA may have created sufficient confidence for him to decline the 
waiver and opt to sit for the first CPA exam. 
Hardcastle joined the iA, in which he was a charter mem-
ber, in 1882; the New york state society of Certified Public 
Accountants in 1897; and the American Association of Public 
Accountants in 1905. As a member of the iA, he made the first 
solo presentation in the history of the institute, “the origin of 
Calculations as Deduced from languages,” and made at least 
seven other presentations [Romeo and Kyj, 1998, pp. 51-55]. He 
was for many years chairman of the institute’s Committee on 
lectures and also one of its first chief examiners. in this posi-
tion, he was elected as a fellow in the plan to introduce member-
ship grades within the iA [“institute of Accounts of New york,” 
1887, p. 68]. thus, he examined for admission some of the best 
accountants in New york City and helped establish standards 
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of entry into the profession [Romeo and Kyj, 1996, p. 12].2 
through the positions he held, the lectures he gave, and the es-
says he wrote, he became one of the key players in providing the 
intellectual and scientific movement in which the iA flourished. 
in addition, he was a lecturer at the Koehler’s New york 
school of Accounts, and, in 1901, he was appointed to the fac-
ulty of the New york University (NyU) school of Commerce, Ac-
counts, and finance as professor of the principles and practice 
of accounts [Committee on History, 1951, p. 127].
Arguably, Hardcastle’s greatest contribution to accounting 
lies in his extensive authorship of numerous theoretical articles 
and presentations published in the earliest U.s. accounting 
periodicals. Hardcastle helped develop the body of knowledge 
necessary for an emerging profession by identifying accounting, 
auditing, actuarial, and mathematics of finance issues affecting 
the professional accountant. through an environment in which 
accounting was examined from a scientific approach, Hard-
castle, as well as many other American accountants, was able to 
help expand the accounting knowledge to make it more effective 
and contribute to the growth of industry and commerce. 
the first accounting journal in the U.s., The Book-Keeper, 
was started on July 20, 1880, and Hardcastle began contributing 
articles to this journal in 1882. By the late 1880s, he became a 
regular contributor to the journal Business and wrote monthly 
articles, probably for compensation, in that journal for many 
years. He became one of the leading advocates dedicated to pro-
moting the “science of accounts” and elevating accounting to the 
rank of a profession. 
His reputation was not confined to the U.s., for some of his 
articles were reprinted in london’s accountant papers. He also 
received a very flattering notice in the Ragionaria of Milan, italy, 
concerning his articles published in Business [“Notes on the Bi-
ography of Joseph Hardcastle, 1951”]. 
ACCoUNtiNG tHeoRies of HARDCAstle
As mentioned previously, the establishment of the “com-
munity of the competent” dominated accounting during the late 
19th century in the U.s. [McMillan, 1999]. one way Hardcastle 
2 the duty of the examining Committee was to report to the Board of the 
institute whether applicants met various qualifications – good moral character, 
proper experience requirement, and sufficient knowledge of accounting. the ap-
plicants were tested orally before the examining Committee [Romeo and Kyj, 
1996, p. 12].
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became a primary proponent of the “science of accounts” is 
through his writing more than 65 articles published in various 
journals between 1880 and 1905 [Committee on History, 1951, 
pp. 128-132]. the functionalist perspective is characterized by 
the competencies and skills that become necessary in a rapidly 
changing economy. A discussion will follow on a survey of the 
accounting techniques written by Hardcastle, including actu-
arial concepts, depreciation, cost accounting, and other topics. 
since many of these techniques are still applicable today, this 
section will help historians in discerning the origin of account-
ing theories developed in the U.s. thus, one of the reasons for 
the study is to determine whether “it will be of assistance in de-
ciding whether present practices have been adopted after a long 
period of trial and a careful evaluation of alternatives, or were 
the result of an unhappy string of accidents” [wells, 1978, p. 36]. 
However, in many cases, it will be difficult to ascertain whether 
Hardcastle developed some of the theories himself or borrowed 
them from other accountants. 
Actuarial Concepts: Hardcastle’s [1883a, pp. 17-20, 35-37] second 
published article, a lecture delivered before the iA and pub-
lished in The Book-Keeper, was evidence of his advanced grasp 
of  theories on actuarial concepts and interest on money. His 
numerous years of experience working as an accountant in real 
estate helped him to apply many of these interest concepts to 
accounting articles throughout his lifetime. for example, Hard-
castle [1883b, p. 89] displays how to calculate the present value 
of a bond: 
the present value of a bond = the yearly return from 
bond times the present value of an annuity for the num-
ber of years the bond has to run at the rate per cent. the 
investment is yielding us plus the present value of $100, 
payable when the bond matures at the same rate per 
cent. 
in the same article, Hardcastle [1883b, p. 89] then calcu-
lates the current value of the bond assuming that the coupons 
are cashed semi-annually:
…thus a 7% bond due in twenty years, interest pay-
able half-yearly, will be treated as a 3 ½% bond running 
forty years, interest payable yearly. in our solution we 
require two sets of tables: the one, giving the present 
value of an annuity of $1 for a number of years, at dif-
ferent rates per cent.; and the other, the present value 
10
Accounting Historians Journal, Vol. 35 [2008], Iss. 2, Art. 6
https://egrove.olemiss.edu/aah_journal/vol35/iss2/6
155Romeo and McKinney, Contributions of Hardcastle
of $1, due at the end of a number of years, at different 
rates per cent. 
A few years later, Hardcastle [1892, pp. 26-27] wrote an 
article in which he discussed and analyzed the use of a present 
value of an annuity and the computation of a sinking fund by 
using a comprehensive example. Because of his mathematical 
and accounting background in real estate, many of his articles 
on time value, bonds, etc. could, with minimal modification, be 
used in modern treatments of the subject. However, when he 
discusses the bookkeeping of bonds, there are some differences 
from today’s accounting. Rather than debit or credit a discount 
or premium in a bonds account (he used both in his examples), 
he extends the total amount into a profit-or-loss account, charg-
ing the premium and discount to the income statement for the 
year the bonds were sold. He also, logically, considered the sink-
ing fund as a contra-bonds payable account rather than as an 
investment [Hardcastle, 1892, p. 26]:
the sinking fund is a bookkeeping contrivance, by 
means of which we can easily tell how much has been 
provided toward payment of the debt, and it is an off-
set to the debt, so as to show by taking the difference 
between the debt and the sinking fund account the 
amount of the debt unprovided for. 
in this article, he mentions depreciation for probably the first 
time. He states that if the money raised by bonds were used for 
a plant or other asset subject to depreciation, then an amount 
would be debited to the income statement:
Debit profit and loss with sinking fund, $1366.66, and 
credit depreciation account with the same. if there 
is any objection, from the circumstances of the case, 
credit reserve account with $1366.66, instead of depre-
ciation. 
later, Hardcastle [1901b, p. 470] recognized that premiums on 
bonds do have to be amortized, although he continued to use 
the term depreciation: 
Practically or theoretically, there is an equal periodical 
income coming in, part of which goes to the payment of 
interest on the investment, and part to the depreciation 
of the bond or of the lease – in the case of the bond to 
wiping out the premium of the bond, and in the case of 
the lease to wiping out the whole of the lease. 
the issue of accounting for bond discounts and premiums was 
11
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debated for many years. Accountants either immediately wrote 
off the premium or discount, or, if not, they treated them as a 
deferred charge or credit. Accountants’ theoretical attacks on 
these methods continued into the 1960s [Vangermeersch, 1996b, 
p. 380]. in the Accountants’ Index [1921], articles concerning the 
amortization of discounts and premiums do not appear until ap-
proximately 1910, even though sprague [1904, pp. 38-40] used 
the term in his text of lectures at NyU. in sprague’s text, which 
is a clear elucidation of nominal and effective rates of bonds, he 
acknowledges Hardcastle in the preface for valuable suggestions 
and assistance. 
in the first of his 1887 articles, Hardcastle [1887a, p. 4] pre-
sented a table showing the equivalent effective rates of various 
nominal interest rates when calculated yearly, semi-annually, 
quarterly, monthly, daily, and every moment. Compound inter-
est, as applied to loans and their calculations, is also discussed 
in later articles the same year [Hardcastle, 1887b, pp. 43-44, 
66-67]. 
in January 1896, Hardcastle began another series in Busi-
ness called “sparks from an Accountant’s Anvil.” He emphasized 
the importance of completing the sales cycle before recogniz-
ing any gains or losses and the necessity of having knowledge 
of present value computations. He suggested “all transactions 
in bookkeeping should represent present values, except when 
they are in condition of transition” [Hardcastle, 1896, p. 36]. He 
continued in this series with examples of present value tables (p. 
90), uses of perpetuities in accounting (p. 140), valuing leases, 
deferred annuities (p. 185), and the illustration of sinking funds 
(p. 229). 
in 1898, Hardcastle [1898, pp. 753-756] discussed the ef-
fective rate of interest as used in an installment sale in which 
the payments are made over a ten-year period. Hardcastle de-
termined the present value using tables and allocated the yearly 
payments between interest and reduction of the principal. 
Depreciation: Hardcastle wrote five short articles in a series that 
relates to one of the earliest expositions on depreciation in the 
U.s. in the first article, in November 1896, Hardcastle [1896, p. 
477] separated assets subject to depreciation into three catego-
ries:
the class from which there comes a regular income, 1. 
which is assumed to be fixed, but at the end of some 
fixed time ceases, and yields a certain rate per cent., 
12
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either leaving a residuum (as a bond) or not (as a 
lease)… 
the class of goods used in business, such as ma-2. 
chinery, boilers, and furniture. they are subject to 
natural depreciation from wear and tear, and some 
of them depreciate from new inventions taking their 
place, or special improvement made in their line …
the class which consists of intangible goods, but 3. 
which retain or lose their values according as the 
business with which they are connected is prosper-
ous or otherwise, such as good-will, franchises, 
preliminary expenses (i.e., cost of organizing the 
business), etc. 
it is interesting to note that it was not until the 1936 revision 
of “Uniform Accounting” published by the iA, that the term 
intangible asset appeared on the sample balance sheet [Vanger-
meersch, 1996a, p. 337]. in the same article, Vangermeersch 
also suggested that the first noted U.s. reference to intangible 
assets was in an editorial, “intangible Values in Balance sheets,” 
published in the Journal of Accountancy in 1916. Dicksee and 
tillyard never did use the term intangible in their 1906 text. 
Hardcastle [1897a, p. 49] wrote that he did agree with Dicksee 
that no harm could come by allowing goodwill to remain on the 
books of the business. thus, it is not necessary for the goodwill 
account to be written down. 
Hardcastle [1896, p. 477] was also aware of the risk associ-
ated with three categories of intangibles:
… the goods under these three classes all have a life 
more or less definite. those under the first class have 
a definite life, and may or may not have a residuum; 
those under the second class have a life indefinitely 
 definite, much like the life of man, i.e., have an aver-
age existence, but may be cut short in that existence, 
or with care and by circumstances may be extended 
beyond the average period, and the goods of this class 
have a residuum. the last is distinguished from the first 
and second classes by the goods under it having a very 
uncertain existence, which may be very short and is 
very long, but they have no residuum. 
in terms of estimating depreciation, with the exception of 
certain intangible assets, Hardcastle [1896, p. 477] recommend-
ed an accelerated method of depreciation: 
experts have observed the normal life of various goods, 
and these have been given us: it has been assumed that 
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the depreciation is greatest in the earliest and least in 
the latter part of the life; it has likewise been assumed 
that the law of decrease in value is similar, except oppo-
site to the law of compound interest. this law is called 
the law of diminishing balances. 
His example and method of calculation is similar to the ac-
celerated methods explained in modern textbooks. the deprecia-
tion for the first year on an asset that cost $10,000 and using 5% 
would be $500, the second year $475, the third year $451.25, etc. 
in the next article in the series, he presented tables with various 
rates to make the calculations easier [Hardcastle, 1896, p. 510].
Hardcastle’s [1897a, p. 15] entry for depreciation at the end 
of the first year was: 
Profit and loss $1,500
 To depreciation fund account  $1,500
And the presentation in the balance sheet was:
Cost of $10,000 
Written off for wear     1,500 $8,500
the depreciation-fund account is the same as modern-day ac-
cumulated depreciation and would increase each year by the 
amount of depreciation charged to profit and loss. Approximate-
ly a year later in 1897, frederick w. Child, also a member of the 
iA, presented a paper to the institute on the use of an account 
to accumulate and report depreciation reserves [Previts and Me-
rino, 1998, p. 157]. since Hardcastle and Child were members 
of the iA, there must have been interactions and discussions on 
this topic. 
what makes these articles especially interesting is the 
thoroughness and clarity of the topic covered at a time when 
there was a lack of a clear definition of depreciation. Referring 
to court cases in the late 19th and early 20th centuries, wood-
ward [1956, p.73] suggested that “it was not established whether 
depreciation was an expense, or a distribution of income.” Not 
until 1909 was there acceptance of the idea of depreciation as 
a cost of doing business; in fact, it was only accepted due to the 
U.s. supreme Court’s handing down its decision on the matter 
in Knoxville v. Knoxville water Company [woodward, 1956, p. 
73]. saliers [1939, p. 23], referring to the first income tax law of 
March 1, 1913, wrote:
…No uniformity of procedure existed, there was little 
known concerning the life characteristics of physical 
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property, and standard rates of depreciation were a 
thing of the future. Many distinctions now clearly un-
derstood were then but vaguely recognized. Depletion, 
obsolescence, and inadequacy had then received but 
scant consideration; since then volumes have been writ-
ten to clarify and apply these terms. Although deprecia-
tion was recognized as expense, its part in the cost of 
manufacture and in the cost of producing services gen-
erally was not well understood. 
Hardcastle [1899, p. 115] also suggested using depreciation 
and doubtful-account reserves before a division of profits is de-
clared on partnerships: 
Before a division of profits be declared the profit and 
loss account shall be debited with say 10 per cent. on 
diminishing balances on the fixed capital subject to 
depreciation and depreciation account credited with 
the same. the depreciation account shall in the balance 
sheet be always treated as an offset to the fixed capital 
subject to depreciation. there shall also be two reserve 
accounts – one the reserve account for doubtful debts, 
and the other the general reserve account. the former 
shall be credited with…percent of the debts owing the 
firm remaining unpaid arising during the term of which 
the balance is the closing up, as a contingent fund to 
meet bad debts; and the latter or general reserve ac-
count shall be credited with...per cent of balance re-
maining in the profit and loss and the profit and loss 
account debited. 
Hardcastle treated the account on the balance sheet as an 
offset to the fixed capital subject to depreciation. in addition, 
Hardcastle [1899, p. 180] suggested allocating depreciation to 
a manufacturing company’s cost of goods produced and to a 
trading company’s expenses: “the depreciation of fixed capi-
tal in a manufacturing business is merged into the cost of the 
goods produced. in a trading business it becomes an offset to 
the profits.” two key concepts were developed in the texts and 
journals during the early 20th century. first, it was determined 
that a yearly deduction from the original cost of an asset should 
be made to allow for deterioration. Next, the modern-day com-
ponents of depreciation – wear and tear, the passage of time, 
obsolescence – began to be recognized [Downey, 1996, p. 199]. 
Hardcastle [1896, p. 476] also discusses these concepts in his 
article:
But wear and tear are not the only things with which 
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we are here concerned. there is the danger of our goods 
becoming worthless for the purpose for which the 
goods are used, by reason of some new invention which 
puts the owner of it in such an advantageous position 
that the one without the new invention cannot compete 
in the world of trade with the one using the invention. 
Appendix 2 displays a sample of U.s. books written in the 
19th and early 20th centuries, and whether their authors men-
tion anything about depreciation. Most omit the topic altogether 
except where it is mentioned as a term to reduce asset values. 
the exceptions are Kittredge and sprague, both active members 
of the iA who would have had contact with Hardcastle. 
Kittredge and Brown [1897, pp. 27, 61, 83] mention reserves 
for depreciation in their classification of accounts; however, they 
include it under the liability accounts. they do illustrate an ac-
count “reserve for fixtures depreciation” in which the debits and 
credits to the account are carried to a loss-and-gain account. 
Kittredge and Brown mention depreciation again, but are still 
not clear about the type of account since it is debited only at the 
end of the year when the books are closed. they also mention 
that in some factories “the percentage to be charged to orders 
is determined somewhat after the fashion above described, and 
then the amount is allowed to accumulate on the credit side of 
depreciation account.” this is the closest Kittredge and Brown 
come to a modern version of accounting for depreciation.
sprague [1908, p. 58] has only one page on depreciation 
and calls the allowance account an “offset or an adjunct to the 
principal account.” it is used to present two different valuations 
when computing depreciation. He is not clear whether it is a 
depreciation expense, but sprague does state that depreciation 
is not a liability. 
even though Hardcastle made no references to previous 
works on depreciation, there were numerous articles and texts 
written about the subject in both the U.K. and the U.s. dur-
ing the late 19th and early 20th centuries. As indicated by the 
sample of books in Appendix 2, there was no accepted theory of 
depreciation. there were still discussions in the literature as to 
whether depreciation was a valuation of assets or an allocation 
problem [Brief, 1967, p. 37]. in addition, the “reserve account” 
was sometimes considered a liability account or a contra asset. 
for example, accounting authors such as wilkinson [1901, p. 
953], teichmann [1906, p. 104], and Knight [1908, p. 192] all 
wrote after Hardcastle and still considered the “replacement 
reserve account” a liability, leaving the assets intact. 
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Hardcastle’s theories on depreciation are not original, for 
apparently they build on an article in The Accountant written 
by ladelle, published six years previously.3 ladelle [1890, pp. 
5-10] considered depreciation an allocation problem, disregard-
ing market fluctuations. He also utilized a reserve account that 
would be increased each year by the amount of depreciation. 
this is an excellent example of where Hardcastle may not have 
developed any new procedures, but his articles were clearly a 
modern and comprehensive presentation of the topic. Hard-
castle not only wrote on what he probably considered the most 
scientific approach concerning depreciation, but also expanded 
the discussion to include much more theory and examples.
Cost Accounting: Hardcastle, through the publication and pre-
sentation of his articles, was one of the leading cost accounting 
educators in the U.s. of his time. some theories and concepts 
on cost accounting were obviously discussed in iA meetings 
because a few authors, such as Kittredge and Hardcastle, wrote 
about cost theories within a year or two of each other. Metcalfe, 
who wrote the classic text, The Cost of Manufactures, made at 
least one presentation to the iA and one to the American society 
of Mechanical engineers as early as 1886, titled “the shop-
order system of Accounts,” which was published in The Office 
in five segments [Metcalfe, 1886, pp. 10-11, 19-20, 30-32, 48-50, 
64-66].
Many cost historians have neglected to reference 19th cen-
tury American periodicals because they were probably not aware 
that these journals existed [Romeo and Kyj, 2000]. for example, 
Garner [1954, p. 341], unaware of American writers like Hard-
castle and Kittredge, wrote nine propositions about cost history. 
three of those propositions are presented below: 
english cost accountants contributed a large propo-1. 
sition of the original ideas and procedures before 
1900. After that date the American theorists and 
practitioners forged ahead of their British contem-
poraries, the latter never regaining their relative 
standing. 
the third element of cost (factory overhead) was 2. 
comparatively neglected in the period before 1900, 
3 Brief [1967, p. ix] considers ladell’s article as one of three “classic articles 
on the depreciation of a single machine.” the other two articles were published 
later by Hotelling, “A General Mathematical theory of Depreciation” (1925) and 
Anton, “Depreciation, Cost Allocation and investment Decision” (1956).
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but after that date more attention was devoted to it 
than to the other two elements of costs combined.
industrial engineers, rather than cost or general 3. 
accountants, took a more active interest in costing 
problems in the early development of the subject in 
this country. 
A summary of Hardcastle’s theories published in Business 
would indicate that American cost accountants also took an ac-
tive interest in costing theory, along with the industrial engineers 
of the late 1890s. if Garner had been aware of the accountants 
operating in the environment of the “community of the compe-
tent” in the iA, he may have modified his propositions. 
in the January 1898 issue of Business, Hardcastle started a 
series of comprehensive articles on cost accounting. Although he 
may not have originated many of the concepts, he refined and 
wrote of them in a lucid and comprehensible manner. in the first 
article in the series, he recognized that the cost of a manufac-
tured item consisted of the following [Hardcastle, 1898, p. 28]:
Generally speaking, the cost price of an object to the 
manufacturer will be: Cost of the raw material entering 
into the object, plus the cost of the labor expended on 
it, plus all other direct expenses furnished for it, plus 
its proportionate share of the general expenses, the 
proposition being fixed in accordance with reason and 
experience. 
He later defined general expenses as “all the expenditures 
rendered necessary by the wants of trading or a manufactur-
ing business, which can not be directly imputed to any special 
operation of the business, and consequently must be equitably 
distributed over the total operations of a business house as the 
operations arise, or over the goods manufactured in a workshop 
or factory” (p. 221). He also classified general costs into two cat-
egories – those which concern the production and those which 
concern their sale (pp. 221-222) – as well as into fixed and vari-
able, just as Metcalf had done 12 years earlier (p. 29):
those which cannot be modified during a business 1. 
term, i.e., between the making of two consecutive 
balance sheets, and which are considered fixed.
the variable general expenses, which may be at any 2. 
time modified to the advantages of the business. 
fixed general expenses would include rents, taxes, insurance, 
management’s salaries, depreciation, and subscriptions to 
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technical periodicals. Variable general expenses would include 
maintenance of fixed capital, commissions, gifts and presents, 
advertising, stationery, utilities, oils and lubricants, steel for 
tools, and wood for models. even though he was considering a 
manufacturing company, his variable general expenses did not 
distinguish manufacturing and selling components. 
Hardcastle then stated that the proportionate share of the 
general expenses must be estimated. He recommended the cost 
of the labor as preferable, since it is less fluctuating, for deter-
mining the base: 
Also if the total general expenses for the month are di-
vided by the total cost of the labor for the month, the 
quotient will give the amount of the general expenses 
for that month to go to each dollar of value of labor 
during that month. 
the problem of using actual costs in determining the quo-
tient, or the co-efficient as Hardcastle called it, was recognized 
in his article: 
it implies that we should have to wait till the end of 1. 
the month before we could obtain this quotient or 
co-efficient.
the irregularities in production will cause great 2. 
variations in the co-efficient and consequently in 
cost price.
the cost price of an article when business was slack 3. 
would be placed too high to allow a sale to be made, 
and our warehouse would be filled with like articles 
of different cost prices. 
Hardcastle used a general expense account that was credited for 
the amount applied to the jobs as calculated by the co-efficient 
used. this account would also be debited for all of the sundry 
and other overhead accounts, including depreciation. At the end 
of the month, the two sides would be compared to determine the 
differences (pp. 293-294):
this is carried on for the whole of the business term, 
and the difference of the two sides will give the excess 
or deficiency of the estimation of the general expenses 
for the year, which excess or deficiency at the end of the 
term is carried into the profit and loss account. 
the merchandise account was used as an account to represent 
finished goods and was debited with the direct materials, direct 
labor, and general expenses (p. 294). However, in an article 
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written three years earlier, Hardcastle (1895, p. 330, emphasis 
added] was more explicit in explaining finished goods and work-
in-process: 
we will assume that the finished goods are kept stored 
(Store Account), that semifinished goods are in the fac-
tory (Factory Account) and the raw materials in the 
warehouse (Warehouse Account). 
Hardcastle gave examples of cost procedures similar to 
those used today. for example, cost of materials would be trans-
ferred from the warehouse account to the factory account (work-
in-process) along with labor and other manufacturing costs, and 
cost of goods would be transferred to the store account (finished 
goods). His sales account would include both components of the 
selling price of the goods sold and the cost of goods sold trans-
ferred from the store account.
Hardcastle [1898, p. 222] was also ahead of his time in 
recognizing the importance of cost-volume-profit analysis. He 
showed great insight concerning the use of accounting informa-
tion, especially the impact of fixed and variable costs on profits: 
the great art of the manufacturer consists in increas-
ing his output without increasing his fixed and variable 
general expenses, in order to lower the co-efficient for 
the general expenses and to keep down the cost price of 
the goods he sells. this art is tributary to accounting, 
which favors or trammels its proprietor according as it 
is well or badly ordered. 
He was aware of the challenges a company faced in under-
standing overhead in order to compete effectively in the market-
place (p. 221): 
the volume of the general expenses forms no small part 
of the cost of merchandise, and they are the part more 
likely to escape the notice of the manufacturer than 
the prime costs. for this reason it is necessary to place 
them, in a classified form, constantly before the manu-
facturer, the classifications being made according to the 
requirements of the business, so as to guide the mer-
chant in the regulation of them, in order that he may 
produce at the least cost, and not be one to fall by the 
wayside in the competitive struggle for existence.…the 
general expense account, or, rather, its subaccounts, re-
quire the closest attention, because of their complexity. 
Hardcastle presented a comprehensive discussion with 
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examples of a manufacturer using process costing in the same 
series. He called it “continuous manufacturing of objects or of 
merchandise of the same nature.” the materials, expenditures 
for labor, and general expenses, by means of a coefficient, are 
entered into the journal, with the total of the three equaling the 
cost-price of the merchandise or objects produced (p. 434). He 
was also familiar with the problem of beginning and ending in-
ventory for a work-in-process problem:
in these kinds of work, it is necessary to keep an ac-
count of the materials remaining on hand when the 
work is brought to a rest, for the material remaining 
will, in the next term of operations, be utilized, hence 
the necessity of an adjustment, to show the quantity of 
material used and the quantity remaining. 
in addition, he discussed in elaborate detail the accounting for 
materials as they pass through various stages and steps. 
Garner was not alone in ignoring a great source of cost 
theory by not knowing about the articles published in The Of-
fice and later Business by some of the great accountants of the 
19th century. wells [1996, pp. 228-229] suggested that allocation 
procedures were common in all branches of engineering in the 
period from 1880 to 1910, but rare in accounting journals, and 
that the pioneers of cost accounting were not accountants but 
engineers in the U.s. He also stated that it was a common belief 
that many of the problems of allocating overhead costs were 
discussed in the literature from the early 20th century and that 
most of the participants were American engineers. Again, Hard-
castle most likely did not invent the theories and concepts he 
proposed. fleischman et al. [1991] also disproved that possibil-
ity by demonstrating the existence of effective cost accounting 
systems in practice during the early part of the industrial Revo-
lution. However, Hardcastle’s series of articles in Business on 
cost accounting, even though written much later, may be one of 
the more comprehensive and clear discussions on cost theories 
written in the 19th century U.s. 
Miscellaneous Topics: Hardcastle’s expertise included a strong 
history of accounting, a skill that is evident in his writings when 
he, on many occasions, mentions the origins of accounting 
terms and concepts [e.g., Hardcastle, 1882, pp. 336-338]. He also 
wrote a series of articles about the history of bookkeeping from 
the Roman age until the 19th century [Hardcastle, 1890] and 
gave a summary of the history of the iA [“institute of Accounts,” 
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1889, p. 74]. Hardcastle [1899, p. 299] segmented bookkeep-
ing into three periods: “the first, the period giving rise to single 
entry; the second, the period which gave rise to double entry; 
and the third, the modern period.” the last period also featured 
double-entry accounting, but it included all the new theory de-
veloped within Hardcastle’s lifetime. 
in a discussion at the iA’s meeting in 1883, the subject for 
discussion for the evening was the necessity of the daybook and 
journal as the only proper connecting links between a transac-
tion and the ledger entry. Hardcastle presented arguments in 
favor of “the voucher system. the only principal book here is 
the ledger. this is really an older system than the italian, but it 
had its birth before the world could use it, or before the world 
wanted it” [“the Day-Book and Journal,” 1883, p. 90].
in correspondence to the editor in The Office, Hardcastle 
[1886, p. 46] discussed the calculation of purchase discounts. 
in a subsequent letter to the editor, he displays his background 
as a teacher by simplifying the calculation in the following rule: 
“write the discounts as decimals, and subtract each one from 
unity. the product of the several remainders take from unity; 
then the result will give the compound discount expressed deci-
mally.” 
Hardcastle [1888, p. 15] wrote two parts of an article on 
prices and profits. After explaining the problems with estimating 
the value of stock too high or low, he suggests two rules for esti-
mating the value of stock on hand:
for merchandise for which there is a ready sale, and 
which is in good condition, the estimate may be taken 
as that price which it would cost us to replace it. Mer-
chandise here is placed as a representative of any cir-
culating capital – but if the account represents fixed 
capital, the values should be the value to the firm, as a 
running concern, such as plant fixtures.
for merchandise not in a good condition, out of fash-
ion, the value should be a break-down value, for this 
merchandise should be sold off at any price rather than 
be kept on hand, becoming less and less valuable, so as 
to deceive us in our financial showing. 
these two rules combined were a rudimentary predecessor of 
the lower-of-cost-or-market method developed in the 20th centu-
ry and incorporated into GAAP by Accounting Research Bulletin 
No. 29, issued in 1947.
in 1895, Hardcastle [1895, p. 155] called attention to the 
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problems of misclassifying capital accounts, or economic ac-
counts as he called them:
some persons go so far as to call the balance of the 
positive economic accounts liabilities, but the more 
enlightened accountants are beginning to see the ab-
surdity of doing so, and make capital accounts distinct 
from the liability accounts. 
subsequently, after a discussion of the differences between 
english and American accounting, he listed various examples of 
“motions”; that is, rules reflecting why there are changes in ac-
counts (p. 196): 
the principal results of these motions may be stated thus:
we can increase assets at the expense of other as-1. 
sets.
we can increase assets by increasing our liabilities.2. 
we can increase assets and increase our economic 3. 
condition.
we can decrease assets by decreasing our liabilities.4. 
we can decrease assets by decreasing our economic 5. 
condition.
we can provide insurance to meet losses in assets. 6. 
this system of classifying accounts differs from the traditional 
one used by many American authors who still classified accounts 
as real, personal, and fictitious [Hatfield, 1908, pp. 67-69]. 
Hardcastle’s approach and analysis is similar to the proprietary 
theory developed and presented by sprague [1880, 1889] and 
developed more fully in sprague’s 1908 text [Previts and Merino, 
1998, p. 154]. An amusing aside note about “the Algebra of Ac-
counts” [sprague, 1880] is a letter from Hardcastle to sprague, 
published in The Office, correcting the phrase “by analogy” used 
for the terms debtor and creditor. in response to Hardcastle’s let-
ter, sprague pleaded amnesia to the use of the phrase [“institute 
of Accounts,” 1889, p. 74].
in 1895, Hardcastle [1895, p. 330] suggested two accounts – 
a merchandise account which is debited with the original cost of 
goods and credited with the “cost of goods sold on the basis of 
the cost contained on the debit side of the account” and a trad-
ing account containing elements of selling prices, cost of goods 
sold, and expenses. it was not until the early part of the 20th 
century that the literature suggested separating merchandise, 
sales, and cost of goods sold into individual accounts. Many 
texts and articles combined all three of these accounts into one, 
thereby mixing sales with costs. 
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some of the other topics in this series included the follow-
ing: classification of accounts (p. 34), marginal utility (p. 233), 
misleading balance sheets, and revenue statements (p. 441).
in May 1897, Hardcastle started a series on “logismor-
graphy” in the journal Business, a series which is based on an 
early theory of agency developed by Joseph Cerboni, the author 
of Theory and Practice of Accounts [Hardcastle, 1897b, p. 141, 
1897c, p. 203]: 
According to this theory, the persons concerned with a 
business form two general classes, those having to do 
with its management, and those outside the manage-
ment, but having business relations with the owner of 
the business.
the first class comprehends those in the management 
of the business. these are subdivided into three func-
tional classes, the proprietor class, simply called the 
proprietor, the administrator class, simply called the 
administrator, and the custodian class, simply called 
the custodian.
…all accounts can be contained in two collective ac-
counts, the one giving the equity of the proprietor from 
the proprietor’s point of view, and which is called the 
Proprietor’s Account; the other giving the Agencies’ Ac-
count, from the agencies’ point of view and that both 
these accounts are concerned with the whole of the 
subject matter – i.e., the substance of the business, and 
nothing besides. 
the basic premise of logismorgraphy involves dividing the vari-
ous accounts into groups, then sub-dividing them even more as 
needed. Hardcastle’s command of languages, in this case italian, 
is evident when he made a rebuttal to a logismorgraphy review 
in the Accountants’ Magazine (a scottish journal) in the Decem-
ber 1897 issue of Business. the Accountants’ Magazine called 
them “Mr. Hardcastle’s theories.” Hardcastle replied, “they are 
not my theories; they are Cerboni’s theories, a man who has 
done more than any other man of the age for accounting” [Hard-
castle, 1897d, p. 361]. He continued his rebuttal as follows:
logismorgraphy is not a mere variation of Double en-
try, but it is an extension of the ideas of accounting, and 
Cerboni, as another luca Da Borgo, is the presenter of 
it to the accounting world. i am afraid that our scottish 
friend knows nothing of the modern italians and their 
accounting works, otherwise he would bow with re-
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spect before them, and be ready to sit at the feet of their 
learned professor. 
shortly after these articles appeared, sprague also wrote a few 
articles on logismorgraphy in Accountics. He was not as optimis-
tic as Hardcastle; he felt that the logismorgraphic journals did 
not display the entries simply and clearly. However, he did pro-
pose that constructing the proprietor’s account differentially and 
the agency account integrally were the two most indispensable 
developments of the theory [sprague, 1898, pp. 73-75, 117-121]. 
this new italian method was an example of how much Hard-
castle and sprague advocated the development of accounting as 
a science. As McMillan [1998, p. 28] mentions, “the ideal of the 
science of accounts had become a sufficiently profound reality 
to these men that they looked for new methods which could re-
veal new principles that had previously remained hidden.”
Hardcastle’s theory on treasury stock was many years ahead 
of its implementation in practice. Vangermeersch [1996c, p. 586] 
suggests that both Bentley in 1911 and Montgomery favored the 
asset approach in treasury-stock accounting, while w.t. sunley, 
Jr. made a classic argument for the contra-equity viewpoint in 
1915. Hardcastle [1899, p. 242] had argued that treasury stock 
should be a negative to the capital account in 1899, years before 
sunley’s contra-equity argument: 
there is an account called treasury stock, which is often 
improperly considered as an asset, instead of a negative 
to the share capital account. it represents stock of the 
company, which the company either has not yet dis-
posed of, or which, for some reason, after having once 
been issued by the company, has again come into its 
hands. 
During the late 1890s, there was some disagreement about 
how organizational costs should be treated in the financial state-
ments, either as an asset or expensed in the period incurred. 
Hardcastle (p. 243) suggested that organization expenses (he 
called them preliminary expenses) be gradually written off. He 
did theorize that they did not belong with the assets and should 
be a contra (negative) capital account. 
Another topic of modern interest is Hardcastle’s determina-
tion of extraordinary profits and how they should be handled for 
partnerships. His treatment of extraordinary profits and losses 
was to separate them from ordinary profit-and-loss items and 
utilize a general reserve account (p. 111):
extraordinary profits and losses, i.e., such as do not 
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usually occur but are accidental in nature, shall as they 
arise be carried to the general reserve account. the re-
maining profit and loss should now be duly divided and 
carried into each partner’s profit and loss account. 
in the same article, Hardcastle determines that the book-
keeping of a partnership is the same as that of a sole proprietor, 
with the exception of the mutual relations of the partners at the 
beginning of the partnership, the balancing of the books at the 
end of the period, and the dissolution of the partnership. Hard-
castle [1901a, pp. 346-348, 386-388, 1901b, pp. 470-472] contin-
ued to write about partnership liquidation and depreciation in 
future articles.
Hardcastle wrote two Journal of Accountancy articles in 
1905, and others for Accountics and the New York Accountants 
and Bookkeepers’ Journal late in life. He was a prolific writer 
until his death in 1906. in addition to the numerous journal ar-
ticles, Hardcastle [1903] authored a book which was a compila-
tion of lectures presented for the aid of the students at NyU. the 
first chapter of the book integrates the personalistic theory-to-
trustee accounting [Hardcastle, 1903, pp. 6-9]. leon Hay [1961, 
p. 104] acknowledges Hardcastle, as do Gottsberger, loomis, 
and sprague, as setting “the pattern used by most authors down 
to the present time” in his discussion of executorship reporting. 
A book on “accountics” was purportedly in preparation at the 
time of his death. He died June 16, 1906, as a result of an ac-
cident when he was thrown to the ground by a horse and wagon 
in New york City [“obituary,” 1906, p. 232]. 
CoNClUsioN
Drawing from the functionalist perspective, Hardcastle 
enhanced the profession by developing and disseminating the 
accounting competencies and skills necessary for the emerging 
profession. As one of the leading proponents of the scientific ba-
sis for the development of accounting theory, he helped provide 
the intellectual and theoretical skills necessary. His codification 
of topics such as actuarial concepts, depreciation, and cost ac-
counting helped expand the accounting knowledge to the practi-
tioner and, thus, made accounting more efficient and effective. 
Hardcastle began his professional career in education, 
teaching for approximately 18 years in grammar and private 
schools. His second career, in accounting, lasted more than 40 
years. Hardcastle’s last six years combined both careers when 
he came back to education as a lecturer at theodore Koehler’s 
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school of Accounts and as professor of principles and practice of 
accounts at NyU. His writings demonstrate that his early career 
as a teacher and his background in mathematics enhanced his 
status as an accountant and educator. Many of his early articles 
were on building associations and time value matters related 
to real estate. Many, if not most, of the topics Hardcastle wrote 
about were practiced, discussed, or written about previously. 
However, few accountants had Hardcastle’s gift of disseminat-
ing accounting information to the emerging profession in such 
a succinct, clear, and logical manner. He may have begun his 
career in teaching, but the teaching never left his career.
Because Hardcastle was aware of the accounting theory be-
ing developed in Britain, he could utilize and expand on theories 
developed there without deferring to the Company Acts to preju-
dice his writings based on the law. He also had an advantage 
over British accountants by being a prominent member of the 
iA and basing his theories on scientific reasoning in an unregu-
lated environment. During the 1880s and 1890s, at the end of 
each lecture given to the iA, a discussion of the subject followed 
with accountants like Hardcastle, sprague, Harney, Kittredge, 
and Packard participating, allowing the presenter to answer the 
questions. 
in using the functionalist approach to explain professional-
ism and the contributions of Hardcastle, accounting profession-
als are viewed as honored servants of the public. Professionals 
meet the needs of society because of the skills and attributes 
they contribute to the assimilation and smooth operation of so-
ciety. it was in this environment, the “community of the compe-
tent,” that the accounting profession in the U.s. worked toward 
jurisdictional legitimacy by developing accounting as a science. 
Because fields of professionalization constantly change over 
time [larson, 1977; Abbott, 1988], skills solidly supported by 
knowledge became necessary in the rapidly changing economy 
of the late 19th century. the accounting profession continued to 
define and delineate its area of expertise into a body of theory 
with the help of Hardcastle. He continued to develop this “sci-
ence of accounts” through his later years as he wrote monthly 
articles for Business, and later Business World, on a wide variety 
of accounting topics. 
even though Hardcastle wrote prolifically in accounting for 
almost a quarter of a century, he is relatively unknown today.4 
4 this statement is probably true for most 19th century accountants in the 
U.s. with the exception of sprague and Haskins.
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if it were not for his having the highest score on the first CPA 
exam, he would rarely be acknowledged in the literature. there 
are a few reasons for this. first, many early accounting authors 
took great liberties in borrowing ideas from each other. Many 
articles written in the 19th and early 20th centuries did not cite 
any sources, even though different authors such as Hardcastle 
may have covered the topic previously. second, Hardcastle was 
not as politically involved as were many of his more well-known 
peers. other than serving as chief examiner of the institute 
and chairman of the institute’s Committee on lectures, his 
political involvement in accounting was minimal. However, it 
is interesting that, recently, accounting historians have started 
to recognize the contributions of 19th century accountants who 
were members of the iA and who flourished in the environment 
that McMillan [1999, pp. 25-26] called the “community of the 
competent.” their contributions to the “science of accounts” 
are well documented [see Miranti, 1990; McMillan, 1998a, b, 
1999;  Romeo and Kyj, 1998]. Many of the journals in which 
Hardcastle wrote had a life of only a few years or are not read-
ily accessible to accounting historians. Until recently, many of 
these journals have been almost totally ignored by those writing 
the history of U.s. accounting. Most of the articles in these early 
journals are not even listed in the first Accountants’ Index, pub-
lished in 1921. 
However, Hardcastle did not go without recognition from 
his peers during his lifetime. A year before he died, NyU con-
ferred upon him the honorary degree of Master of letters and 
made him an honorary alumnus [“Joseph Hardcastle,” 1906, p. 
53]. the citation used to confer upon Hardcastle this degree in 
1905 reads as follows [Jones, 1941]:
for the degree of Master of letters:
JosePH HARDCAstle, of the city of New york, Pro-
fessor of the Principles and Practice of Accounts in the 
school of Commerce, Accounts and finance of New 
york University.
Born and educated in england. Removing to America, 
he served as Assistant Principal in Grammar school 38. 
for forty years an honored expert accountant in this 
city, at the age of seventy, he was the first to receive the 
degree of  Certified Public Accountant from the Regents 
of the state of New york. He has taken a prominent part 
in the elevation of accountancy to the rank of a profes-
sion. for many years a contributor to the periodcals of 
his profession and writer of text books recognized as 
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authoritative in their field. teacher, author, and leader 
in his profession, he is recommended for the honorary 
degree of Master of letters. 
Hardcastle, a regular contributor to various early account-
ing journals in the U.s., became one of the foremost and re-
spected authorities on subjects connected with the mathematics 
of finance and other general topics in accounting. some of his 
writings on leases, bonds, depreciation, and cost accounting 
are very similar to today’s theory with little modification. As a 
teacher, author, and leader, he figured prominently in the eleva-
tion of accountancy to the rank of a profession. He and sprague 
may have been America’s premiere 19th century theorists who 
developed and disseminated accounting practice and procedures 
to the practitioners to help the profession meet the demands of 
emerging markets. 
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appendiX 1
timeline of Joseph hardcastle’s life
1827  Born April 22, in skipton in Craven, yorkshire, england
1840-1844 Attended free Grammar school 
1844-1847 Attended york and Ripon Diocesan training school on scholar-
ship
1847-1850 Appointed instructor at york and Ripon Diocesan training 
school
1850-1854  opened a private school at Peterhead, scotland
1854-1855  Moved to leith in scotland
1855-1858 Principal and superintendent of schools at Belize, British Hon-
duras
1858-1864 Moved to Ny and within one month’s time received a principal’s 
certificate. taught as the first assistant in Grammar school No. 
38 for six years. Had under his charge two sons of Peter Gilsey.
1864-1906 Accountant for Gilsey estate and family
1882 Charter member of the institute of Accounts
1896 Passed all four sections of the first CPA exam
1900-1901  lecturer at theodore Koehler’s Ny school of Accounts 
1901-1906 Professor at NyU school of Commerce, Accounts and finance
1905 Received honorary degree of Master of letters, NyU
1906 Died June 16 as a result of an accident with a wagon on June 8, 
1906.
source: Committee on History [1951]
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appendiX 2
sample of texts Written in the 19th and early part of the 
20th Century and their Comments on depreciation
Date   title   Author(s) Comments
1909 Modern Illustrative  Neal, e. Virgil and no mention of
 Bookkeeping Cragin, C.t.  depreciation
1908 the Philosophy of Accounts sprague, Charles e.  see text
1899 Bookkeeping: Large  Hoffmann, John V. no mention of
 Business Houses  depreciation
1899 Commercial and Industrial Rowe, H.M. no mention of 
 Bookkeeping  depreciation
1898 The Cleveland Accountant Crawford, J.M.  no mention of
   depreciation
1897 The Self-Proving Accounting Kittredge, A.o. and  see text
 System Brown, J.f.
1897 Teacher’s Guide to the  wells, Charles, R. no mention of
 Practice System of Business  depreciation
 Training and Bookkeeping
1897 Office Routine and  schwartz, George w. no mention of 
 Bookkeeping: A Method of   depreciation
 Teaching the Science of 
 Accounts 
1890 Exercises in Book-Keeping Peirce, thomas no mention of
   depreciation
1888 Theoretical and Practical williams, louis l. no mention of
 Book-Keeping and Rogers,  depreciation
  fernando e.
1887 Smithdeal Practical Business  smithdeal, G.M.  no mention of
 Colleges  depreciation
1885 Nelson’s New Bookkeeping Nelson, Richard no mention of
   depreciation
1885 Allen’s Forty Lessons in Allen, George no mention of 
 Practical Double Entry   depreciation
 Book Keeping 
1884  The Eclectic Complete Mayhew, ira no mention of
 Book-Keeping  depreciation
1884 Manual of the Elements Royall, John P. no mention of
 Book-Keeping  depreciation
1882 Meservey’s Book-Keeping Meservey, A.B. no mention of
   depreciation
1878 The New Bryant & Stratton Packard, s.s. and uses the terms
 Counting-House Book- Bryant, H.B. depreciation 
 Keeping  to represent a 
   reduction of
   value.
1868 Theoretical Training in  Packard, s.s.  no mention of
 the Science of Accounts  depreciation
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